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The Honorable H. G. Homme, Secretary JUN I I KJ/iJ '"i : j-..; ,H;V!
Interstate Commerce Commission
Washington, D.C. 20423

Dear Mr. Secretary:

Enclosed for filing with and recording by the Interstate Commerce Commission
( are one original, two counterparts and two photocopies of a Lease Agreement dated
\t as of December 19, 1978 between Itel Corporation, acting through its Rail Division,
^ Two Ernbarcadero Center, San Francisco, California, 94111 and the "-15"--1-1- ^—*•-

Railway Company, Inc.,SO Monroe Street, Hillsdale, Michigan, 49242 covering th'e
follo'wtfSg raTi'roatt equipment: '—• - ; —•' - " : - - î.,......i.—^ _ *.*.

Three hundred (300) 89 foot, 70 ton flatcars bearing the identifying marks HCRC
100000-100299, both inclusive. „,„—

Identifying marks on all of the foregoing equipment: The words "OWNERSHIP
SUBJECT TO A SECURITY AGREEMENT FILED UNDER THE INTERSTATE COM-
MERCE COMMISSION", printed on each side of each unit.

Also enclosed is our check in the amount of $50.00, payable to the Interstate
Commerce Commission, being the prescribed fee for filing and recording the foregoing
document.

Please return all copies of the enclosed that are not required by the Interstate
Commerce Commission to David Schwartz, Esq. of Sullivan and Worcester who will be
delivering this letter on our behalf.

Paul Willard"
Counsel
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PW/rcs , /' ' O ' O ' I

Enclosures CJ, U';i *1I j| II f
^C^^
SAN FRANCISCO" "'""'""" '" =":"' a 3 A i -i o 2 u
CALIFORNIA 94111
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THIS LEASE AGREEMENT, made as of this 19th day of December, 1978, between
ITEL CORPORATION, RAIL INTERMODAL DIVISION, a Delaware corporation, Two
Embareadero Center, San Francisco, California, 94111 ("Itel Rail"), as Lessor, and
fflLLSDALE COUNTY RAILWAY CO., INC., a Michigan corporation, ("Lessee"), as
Lessee.

1. Scope of Agreement

A. Itel Rail agrees to lease to Lessee, and Lessee agrees to lease from Itel
Rail, freight cars as set forth in any lease schedules executed by the parties concurrently
herewith or hereafter and made a part of th^s Agreement. The word "Schedule" as
used herein includes the Schedule or Schedules executed herewith and any additional
Schedules and amendments thereto, each of which when signed by both parties shall
be a part of this Agreement. The scheduled items of equipment are hereinafter called
collectively the "Cars."

B. It is the intent of the parties to this Agreement that Itel Rail shall at
all times be and remain the lessor of all Cars. Lessee agrees that it will at no time
take any action or file any document which is inconsistent with the foregoing intent
and that it will take such action and execute such documents as may be necessary to
accomplish this intent.

2. Term

A. This Agreement shall remain in full force until it shall have been termi-
nated as to all of the Cars as provided herein. The term of lease with respect to
all of the Cars described on each Schedule shall be for fifteen (15) years (the "Initial
Lease Term") commencing upon the date when all Cars on such Schedule have been
delivered as set forth in Section 3A hereof.

B. If this Agreement has not been earlier terminated and no default has
occurred and is continuing, it shall automatically be extended for not more than five
consecutive periods of twelve months each (the "Extended Lease Term") with respect
to all of the Cars described on each Schedule, provided, however, that Itel Rail or
Lessee may terminate this Agreement on or after the Initial Lease Term as to all,
but not fewer than all, of the Cars on any such Schedule by written notice delivered
to the other not less than twelve months prior to the end of the Initial Lease Term
or any Extended Lease.

3. Supply Provisions

A. Itel Rail will inspect each of the Cars tendered by the manufacturer for
delivery to Lessee. Prior to such inspection, however, Lessee shall confirm in writing
to Itel Rail that the sample Car which will be made available for Lessee's inspection
prior to the commencement of deliveries conforms to the specifications of the equipment



agreed to by Lessee. Upon such approval by Lessee and Itel Rail's determination that
the Car conforms to the specifications ordered by Itel Rail and to all applicable
governmental regulatory specifications, and provided this Agreement has not been
terminated, Itel Rail will accept delivery thereof at the manufacturer's facility and
shall notify Lessee in writing of such acceptance. Each of the Cars shall be deemed
delivered to Lessee upon acceptance by Itel Rail. The Cars shall be moved to Lessee's
railroad line at no cost to Lessee as soon after acceptance of delivery by Itel Rail
as is consistent with mutual convenience and economy. Due to the nature of railroad
operations in the United States, Itel Rail can neither control nor determine when the
Cars leased hereunder will actually be available to Lessee for its use on its railroad
tracks. Notwithstanding that Lessee may not have immediate physical possession of
the Cars leased hereunder, Lessee agrees to pay Itel Rail the rent set forth in this
Agreement. Lessee may, at its own option, request Itel RaE to ship the Cars directly
to Lessee and unloaded, whereby Lessee agrees to reimburse Lessor for all costs
incurred in movement to Lessee. To move the Cars to Lessee's railroad line and insure
optimal use of the Cars after the first loading of freight for each Car on the railroad
line of Lessee (the "Initial Loading"), Itel Rail agrees to assist Lessee in monitoring
Car movements and, when deemed necessary by Lessee and Itel Rail, to issue movement
orders with respect to such Cars to other railroad lines in accordance with ICC and
AAR interchange agreements and rules. For purposes of this Agreement, "Initial
Loading" shall mean the first loading of freight on the railroad line of Lessee, provided,
however, if the Initial Loading has not occurred within thirty (30) days of the date
such Cars have been delivered to Itel Rail at the manufacturer's facility, Initial Loading
shall be deemed to have occurred effective on the thirty-first (31st) day following
such delivery to Itel Rail. Whenever Cars are used or loaded prior to the Initial
Loading, or whenever Lessee notifies Itel Rail that it requires the use of a designated
quantity of Cars, Itel Rail shall not route such cars away from Lessee.

R. Lessee shall give preference to Itel Rail and shall load the Cars leased
from Itel Rail prior to loading substantially similar cars leased from other parties or
purchased by Lessee subsequent to the date of this Agreement or interchanged with
railroads; provided, however, that this shall in no event prevent or prohibit Lessee
from fulfilling its obligations to provide transportation and facilities upon reasonable
request therefor.

C. ..{^Lessee agrees that so long as it shall have on lease any Cars, it shall
not lease fcfcighfe cars from any..other party until it shall have received all of the Cars
on the Schedule OP Schedules^ Additional Cars shall be leased from Itel Rail by Lessee
only upon the mutual agreement of the parties hereto. Upon such agreement, such
additional Cars shall be identified in Schedules to this Agreement and shall benefit
from and be subject to this Agreement upon execution of the Schedules by Itel Rail
and Lessee. Notwithstanding the execution of any Schedules, including Schedules for
additional Cars, the delivery of any Car to Lessee shall be subject to manufacturers'
delivery schedules, financing satisfactory to Itel Rail and the mutual acknowledgment
of the parties that the addition of such Cars is not likely to reduce Utilization (as
defined in Section 6) of all Cars on lease to Lessee to less than 92 percent and mileage
at 250 miles per day in any calendar quarter. If, due to the factors listed in the
preceding sentence, fewer than all of the Cars listed on a Schedule shall be delivered
to Lessee, the lease term shall be deemed to have commenced on the date the final
Car of the most recent group of Cars was accepted by Itel Rail as is set forth in
Section 3A.



4. Railroad Markings and Record Keeping

A. Itel Rail and Lessee agree that oil or before delivery of any Cars to
Lessee, said Cars will be lettered with the railroad markings of Lessee and may also
be marked with the name and/or other insignia used by Lessee. Such name and/or
insignia shall comply with all applicable regulations.

B. At no cost to Lessee, Itel Rail shall during the term of this Agreement
prepare for Lessee's signature and filing all documents relating to the registration,
maintenance and record keeping functions involving the Cars. Such documents shall
include but are not limited to the following: (i) appropriate AAR documents; (ii)
registration in the Offical Railway Equipment Register and the Universal Machine
Language Equipment Register; and (in) such reports as may be required from time to
time by the ICC and/or other regulatory agencies.

C. Each Car leased hereunder shall be registered at no cost to Lessee in
the Official Railway Equipment Register and the Universal Machine Language Equipment
Register. Lessee shall, perform an record keeping functions related to the use of the
Cars by Lessee and other railroads in accordance with AAR railroad interchange
agreements and rules, such as car hire reconciliation.

D. All record keeping performed by Lessee hereunder and all record of
payments, charges and correspendence related to the Cars shall be separately recorded
and maintained by Lessee in a form suitable for reasonable inspection by Itel Rail
from time to time during regular Lessee business hours. Lessee shall supply Itel Rail
with such reports, including daily telephone reports of the number of Cars on Lessee's
tracks, regarding the use of the Cars by Lessee on its railroad line as Itel Rail may
reasonably request.

5. Maintenance, Taxes and Insurance

A. Except as otherwise provided herein, Itel Rail will pay all costs, expenses,
fees and charges incurred in connection with the use and operation of each of the
Cars during its lease term and any extension thereof, including but not limited to
repairs, maintenance and servicing, unless the same was occasioned by the fault of
Lessee. Lessee shall inspect all Cars interchanged to it to insure that such Cars are
in good working order and condition and shall be liable to Itel Rail for any repairs
required for damage not noted at the time of interchange.

B. Except as provided above, Itel Rail shall make or cause to be made such
inspections of, and maintenance and repairs to, the Cars as may be required. Upon
request of Itel Rail, Lessee shall perform any necessary maintenance and repairs to
Cars on Lessee's railroad tracks as may be reasonably requested by Itel Rail. Itel
Rail shall also make, at its expense, all alterations, modifications or replacement of
parts as shall be necessary to maintain the Cars in good operating condition throughout
the lease term of such Cars. Lessee may make running repairs to facilitate continued
immediate use of a Car, but shall not otherwise make any repairs, alterations,
improvements or additions to the Cars without Itel Rail's prior written consent. If
Lessee makes an alteration, improvement or addition to any Car without Itel Rail's
prior written consent, Lessee shall be liable to Itel Rail for any revenues lost due to
such alteration. Title to any such alteration, improvement or addition shall be and
remain with Itel Rail.



C. Lessee will at all times while this Agreement is in effect be responsible
for the Cars while on Lessee's railroad tracks in the same manner that Lessee is
responsible under Rule 7 of the AAR Code of Car Service Rules-Freight for freight
cars not owned by Lessee on Lessee's railroad tracks. Lessee shall protect against
the consequences of an event of loss involving the Cars while on Lessee's railroad
tracks by obtaining physical loss and damage, all risks insurance in the full value of
the Cars. Lessee shall also maintain bodily injury and property damage liability
insurance in such sum as may be specified by Itel Rail. Lessee shall furnish Itel Rail
concurrently with the execution hereof and thereafter at intervals of not more than
12 calendar months with certificates of insurance with respect to the insurance required
as aforesaid signed by an independent insurance broker. All insurance shall be taken
out in the name of Lessee and Itel Rail (or its assignee if requested by Itel Rail) as
their interests may appear. If Lessee defaults in paying any insurance premium Itel
Rail may pay such premium for Lessee's account.

D. Itel Rail agrees to reimburse Lessee for all taxes, assessments and other
governmental charges of whatsoever kind or character paid by Lessee relating to each
Car and on the lease, delivery or operation thereof which may remain unpaid as of
the date of delivery of such Car to Lessee or which may be accrued, levied, assessed
or imposed during the lease term, except taxes on income imposed on Lessee and sales
or use taxes imposed on the mileage charges and/or car hire revenues. Itel Rail shall
forward to Lessee all sales and use tax payments received by it on behalf of Lessee.
Itel Rail and Lessee will comply with all state and local laws requiring the filing of
ad valorem tax returns on the Cars. Itel Rail shall review all applicable tax returns
prior to filing.

6. Lease Rental

A. Lessee agrees to pay the following rent to Itel Rail for the use of the
Cars:

(i) Utilization of the Cars shall be determined by a fraction, the numerator
of which is the aggregate number of days in each calendar year that car hire
payments (as defined below) are earned by Lessee on the Cars, commencing
from the Initial Loading, and the denominator of which is the aggregate number
of days in each calendar year that the Cars are on lease to Lessee, commencing
from the Initial Loading minus the number of days such equipment is undergoing
servicing, repair or alteration as provided for in Section 5 unless the same was
occasioned by the fault of Lessee. For the purpose of this Agreement, Payments
shall equal all payments made to Lessee by other railroad companies for the
use or handling of the Cars, including but not limited to mileage charges and
car hire payments. In addition, Itel Rail will receive, as additional rental, all
monies earned by the Cars prior to their Initial Loading.

(ii) In the event Utilization exceeds 92 percent and 250 miles per day
in any calendar year, Itel Rail shall receive an amount equal to the Itel Rail



Base Rental plus an amount equal to one-half of the Payments earned in excess
of the Itel Rail Base Rental. For the purpose thereof, Itel Rail Base Rental
shall be an amount equal to the total Payments for the calendar year which is
the equivalent of the sum derived from Utilization at 32 percent and mileage
at 250 miles per day. (The above determination of Itel Rail Base Rental insures
that Lessee w i l l , if the combination of Utilization and mileage is greater
than 92 percent and 250 miles per day in any calendar year, receive one-half of
all the Payments made by other railroads for use or handling of the Cars in excess
of the Itel Rail Base Rental.)

( i i i ) If Itel Rail pays other railroads to move Cars in accordance with
Section 3A, except for any expenses incurred to deliver such Cars to Lessee's
railroad line, Lessee shall reimburse Itel Rail for such expenses only from and
out of monies received by Lessee pursuant to subsection 6A(?i).

(iv) The rental charges payable to Itel Rail by Lessee shall be paid from
the Payments received by Lessee in the following order until Itel R a i l receives
the amounts due it pursuant to this Section: (1) car hire payments; (2) mileage
charges and (3) other.

(v) In the event damage beyond repair or destruction of a Car has been
reported in accordance with Rule 7 of the AAR Code of Car Hire Rules and
Interpretations-Freight and the appropriate amount due as a result thereof is
received by Itel R a i l , said damaged or destroyed Car w i l l be removed from the
coverage of this Agreement as of the date that payment of car hire payments
ceased.

B. The calculations required above shall be made within five (5) months after
the end of each calendar year. However, to enable Itel Rail to meet its financial
commitments, Lessee agrees to pay Itel Rail the amounts received for car hire
settlements in the manner set forth in Section 6F. Further, since the parties
desire to determine on a quarterly basis the approximate amount of the rental
charges due to Itel R a i l , Itel Rail shall within three months of the end of the
sixth and twelfth months from the commencement of the I n i t i a l Lease Term and there-
after within three months of the end of each calendar quarter calculate the approxi-
mate amount due by way of rental charges under Section 6Afor the period in respect
of which the calculation is made and shall remit tne^Dalance received by Itel Rail
pursuant to Section 6F (if any) to Lessee, In the event that the amounts remitted
to Itel Rail pursuant to Section 6F are less than uie^lffental owed, Lessee w i l l
pay the balance on demand. Following the yearly calculation referred to in the fi
sentence above, any amount paid to either party during the said quarter in excess
of the amounts due under Section 6A shall be promptly refunded to the appropriate
party.

C. If at any time during a calendar quarter the number of days that the Cars
have not earned Payments is such as to make it mathematically certain that Util-
ization and mileage in such calendar quarter cannot be equal to or greater than
90 percent and 200 miles per day respectively, Itel Rail may, at its option and
upon not less than 20 days prior written notice to Lessee, terminate this Agree-
ment as to such Cars as Itel Rail shall determine without any cost to Lessee ex-
cept as set forth in Section 9 regarding remarking costŝ 't̂ ssee,̂ ,̂  at its >)'if
sole option,(i) within 5 days of Itel Rail's written notice notify Itel Rail
of its intent to pay Itel R a i l an amount equal to the difference between rent
Itel Rail received for each calendar quarter and the rent Itel Rail would have
received had the Utilization for each calendar quarter been 90 percent and the
average mileage for each of the Cars had been 200 miles per day, and (ii) make
such payment wi t h i n 15 days of receipt of such notice, in which case such notice
of Termination w i l l be of no effect.



D. Itel Rail may, at its option, terminate this Agreement if the ICC shall,
at any time, require that Lessee spend funds not earned by the Cars in order for
Lessee to continue to meet its obligations set forth in this section.

E. Subsequent to the Initial Loading, if any Car remains on Lessee's railroad
tracks for more than seven (7) consecutive days, excluding those days such Cars are
undergoing servicing, repair or alteration as provided for in Section 5 unless the same
was occasioned by the fault of Lessee; Itel Rail may, at its option and upon not less
than twenty-four (24) hours prior written notice, terminate this Agreement as to such
Car and withdraw such Car from Lessee's railroad tracks. If any such Car remains
on Lessee's railroad tracks more than seven (7) consecutive days because Lessee has
not given preference to the Cars as specified in Section 3B, Lessee shall be liable for
and remit to Itel Rail an amount equal to the Payments Lessee would have earned if
such Cars were in the physical possession and use of another railroad for the entire
period.

F. Since Payments are not received until approximately 40 days after the
end of the calendar month in which the Cars are off Lessee's railroad tracks and used
by other railroad companies ("the earning month"), Lessee shall remit to Itel Rail the
Payments received by Lessee as follows:

(i)(a) Not later than the fifty-fifth (55th) day following an earning month,
Lessee shall notify Itel Rail of the total number of days that car hire revenues
were earned on the Cars during such earning month and the mileage charges
reported as earned by the Cars during such earning month or any prior month
not previously reported and shall remit to Itel Rail 90 percent of all Payments
and all penalty amounts received.

or, (b) Lessee shall at Lessee's option deliver to Itel Rail on the next
to the last working day of each month, a complete activity summary of Payments
collected during the previous month, in such form as shall be requested by Itel
Rail, together with a remittance for 90 percent of the sum so reported.

(ii) Itel Rail may, without prejudice to any other remedy it may have,
charge, as additional rental, a service charge at the rate of ten (10) percent
per annum on any amount not remitted to Itel Rail when due.

(iii) Lessee will use its best efforts to collect all Payments and remit
to Itel Rail all such Payments as are due hereunder.

7. Possession and Use

A. So long as Lessee shall not be in default under this Agreement, Lessee
shall be entitled to the possession, use and quiet enjoyment of the Cars in accordance
with the terms of this Agreement and in the manner and to the extent Cars are
customarily used in the railroad freight business, provided that Lessee retains on its
railroad tracks no more Cars than are necessary to fulfill its immediate requirements
to provide transportation and facilities upon reasonable request therefore to shippers
on its railroad tracks. However, Lessee's rights shall be subject and subordinate to
the rights of any owner or secured party under any financing agreement entered into
by Itel Rail in connection with the acquisition of Cars, i.e., upon notice to Lessee



from any such secured party or owner that an event of default has occurred and is
continuing under such financing agreement, such party may require that all rent shall
be made directly to such party and/or that the cars be returned to such party. Lessee
agrees that to the extent it has physical possession and can control use of the Cars,
the Cars will at all times be used and operated under and in compliance with the laws
of the jurisdiction in which the same may be located and in compliance with all lawful
acts, rules and regulations and orders of any governmental bodies or officers having
power to regulate or supervise the use of such property, except that either Itel Rail
or Lessee may in good faith and by appropriate proceedings contest the application of
any such ride, regulation or order in any reasonable manner at the expense of the
contesting party.

B. Lessee will not directly or indirectly create, incur, assume, or suffer to
exist any mortgage, pledge, lien, charge, encumbrance, or other security interest or
claim on or with respect to the Cars or any interest therein or in this Agreement or
Schedule thereto. Lessee will promptly, at its expense, take such action as may be
necessary to duly discharge any such mortgage, pledge, lien, charge, encumbrance,
security interest, or claim if the same shall arise at any time.

8. Default

A. The occurrence of any of the following events shall be an event of default:

(i) The nonpayment by Lessee of any sum required herein to be paid by
Lessee within ten days after the date any such payment is due.

(ii) The breach by Lessee of any other term, covenant, or condition of
this Agreement, which is not cured within ten days thereafter,

(iii) Any act of insolvency by Lessee, or the filing by Lessee of any
petition or action under any bankruptcy, reorganization, insolvency or moratorium
law, or any other law or laws for the relief of, or relating to, debtors.

(iv) The filing of any involuntary petition under any bankruptcy, reorgani-
zation, insolvency or moratorium law against Lessee that is not dismissed within
sixty (60) days thereafter, or the appointment of any receiver or trustee to take
possession of the properties of Lessee, unless such petition or appointment is
set aside or withdrawn or ceases to be in effect within sixty (60) days from
the date of said filing or appointment.

(v) The subjection of any of Lessee's property to any levy, seizure,
assignment, application or sale for or by any creditor or governmental agency.

(vi) Any action by Lessee to discontinue rail service on all or a portion
of its tracks or abandon any of its rail properties pursuant to applicable provisions
of the Interstate Commerce Act or the laws of any state.

B. Upon the occurrence of any event of default, Itel Rail may, at its option,
terminate this Agreement (which termination shall not release Lessee from any obligation
to pay to Itel Rail any and all rent or other sums that may then be due or accrued
to such date or from the obligation to perform any duty or discharge any other liability
occurring prior thereto) and may



(i) Proceed by any lawful means to enforce performance by Lessee of
such obligations or to recover damages for a breach thereof (and Lessee agrees
to bear Itel Rail's costs and expenses, including reasonable attorneys' fees, in
securing such enforcement), or

(ii) By notice in writing to Lessee, terminate Lessee's right of possession
and use of the Cars, whereupon all right and interest of Lessee in the Cars
shall terminate; and thereupon Itel Rail may enter upon any premises where the
Cars may be located and take possession of them and henceforth hold, possess
and enjoy the same free from any right of Lessee.

9. Termination

Upon the termination of this Agreement as to any Cars, Lessee will surrender
possession of such Cars to Itel Rail by delivering the same to Itel Rail. A Car shall
be no longer subject to this Agreement upon the removal of Lessee's railroad markings
from the Car and the placing thereon of such markings as may be designated by Itel
Rail, either, at the option of Itel Rail, (1) by Lessee upon return of such Cars to
Lessee's railroad line or (2) by another railroad line which has physical possession of
the Car at the time of or subsequent to termination of the lease term as to such
Car. If such Cars are not on the railroad line of Lessee upon termination, any cost
of assembling, delivering, storing, and transporting such Cars to Lessee's railroad line
or the railroad line of a subsequent lessee shall be borne by Itel Rail. If such Cars
are on the railroad line of Lessee upon such expiration or termination or are subsequently
returned to Lessee's railroad line, Lessee shall at its own expense within five working
days remove Lessee's railroad markings from the Cars and place thereon such markings
as may be designated by Itel Rail. After the removal and replacement of markings,
Lessee shall use its best efforts to load such Cars with freight and deliver such Cars
to a connecting carrier for shipment. Lessee shall provide up to sixty (60) days free
storage on its railroad tracks for Itel Rail or the subsequent lessee of any terminated
Car. If any Car is terminated pursuant to subsection 6C or 6E or section 8 prior to
the end of its lease term, Lessee shall be liable to Itel Rail for all costs and expenses
incurred by Itel Rail to repaint the Cars and place thereon the markings and name or
other insignia of Itel Rail's subsequent lessee provided, however, that Lessee's liability
hereunder shall be limited to the total of the Payments retained by Lessee or paid to
Lessee by Itel Rail pursuant to Section 6 in respect of all of the Cars up to the date
of termination.

10. Indemnities

Itel Rail will defend, indemnify and hold Lessee harmless from and against (1)
any and all loss or damage of or to the Cars, usual wear and tear excepted, unless
occurring while Lessee has physical possession of Cars and (2) any claim, cause of
action, damage, liability, cost or expense which may be asserted against Lessee with
respect to the Cars (other than loss or physical damage to the Cars as provided in
(1) above) unless occurring through the fault of Lessee, including without limitation
the construction, purchase and delivery of the Cars to Lessee's railroad line, ownership,
leasing or return of the Cars, or as a result of the use, maintenance, repair, replacement,
operation ,or the condition thereof (whether defects, if any, are latent or are discoverable
by Itel Rail or Lessee).



II. Representations, Warranties and Covenants

Lessee represents, warrants and covenants that:

(i) Lessee Is a corporation duly organized, validly existing and
in good standing under the laws of the state where it is incorporated and
has the corporate power, authority and is duly qualified and authorized to
do business wherever necessary, to carry out its present business and op-
erations and to own or hold under lease its properties and to perform its
obligations under this Agreement.

(ii) The entering into and performance of this Agreement w i l l not
violate any judgment, order, law or regulation applicable to Lessee, or
result in any breach of, or constitute a default under, or result in the
creation of any lien, charge, security interest or other encumbrance upon
any assets of Lessee or on the Cars pursuant to any instrument to which
Lessee is a party or by which it or its assets may be bound.

( i i i ) There is no action or proceeding pending or threatened a-
gainst Lessee before any court or administrative agency or other govern-
mental body which might result in any material adverse effect on the bus-
iness, properties and assets, or conditions, financial or otherwise, of Lessee,

(iv) There is no material fact of which Lessee is aware which Lessee
has not disclosed to Itel R a i l nor is Lessee a party to any agreement or instru-
ment or subject to any charter or other corporate restriction which, so far as
the Lessee can now reasonably foresee, w i l l i n d i v i d u a l l y or in the aggregate
materially adversely affect the business, condition or any material portion
of

the properties of the Lessee or the a b i l i t y of the Lessee to perform its ob-
ligations under this Agreement.

12. Inspection

Itel Rail shall at any time during normal business hours have the right
to enter the premises where the Cars may be located for the purpose of inspect-
ing and examining the Cars to insure Lessee's compliance with its obligations
hereunder. Lessee shall immediately notify Itel Rail of any accident connect-
ed with the malfunctioning or operation of the Cars, including in such report
the time, place and nature of the accident and the damage caused, the names
and addresses of any persons injured and of witnesses, and other information
pertinent to Lessee's investigation of the accident. Lessee shall also notify
Itel Rail in writing within five (5) days after any attachment, tax lien or
other judicial process shall attach to any Car. Lessee shall furnish to Itel
Rail promptly upon its becoming available, a copy of its annual report sub-
mitted to the ICC and, when requested, copies of any other income or balance
sheet statements required to be submitted to the ICC.

13- Miscellaneous

A. This Agreement and the Schedules contemplated hereby shall be binding
upon and shall inure to the benefit of the parties hereto and their respective
successors and assigns, except that Lessee may not without the prior written con-
sent of Itel R a i 1



assign this Agreement or any of its rights hereunder or sublease the Cars to any party,
and any purported assignment or sublease in violation hereof shall be void.

B. Both parties agree to execute the documents contemplated by this trans-
action and such other documents as may be required in furtherance of this Agreement
and in furtherance of any financing agreement entered into by Itel Rail in connection
with the acquisition of the Cars in order to confirm the financing party's interest in
and to the Cars, this Agreement and Schedules hereto and to confirm the subordination
provisions contained in Section 7.

C. It is expressly understood and agreed by the parties hereto that this
Agreement constitutes a lease of the Cars only and no joint venture or partnership is
being created. Notwithstanding the calculation of rental payments, nothing herein shall
be construed an conveying to Lessee any right, title or interest in the Cars except as
a Lessee only,

D. No failure or delay by either party herein shall constitute a waiver or
otherwise affect or impair any right, power or remedy available, except as otherwise
provided herein; nor shall any waiver or indulgence by either party or any partial or
single exercise of a right, power or further exercise of any other right, power or
remedy, except as otherwise provided for herein.

E. This Agreement shall be governed by and construed according to the laws
of the State of California.

F. All notices hereunder shall be in writing and shall be deemed given when
delivered personally or when deposited in the United States mail, postage prepaid,
certified or registered, addressed to the president of the other party at the address
set forth above.

G. (i) Lessee may, at its sole option, at any time during the Initial Lease
Term or any extension thereof, assume liability for the costs, expenses, fees
and charges described in Section 5A and for the inspections, maintenance and
repairs as described in Section 5B, as to all of the Cars, but not fewer than
all, described in any Schedule or Schedules attached hereto. Lessee shall exercise
such option by not less than 60 days written notice to Itel Rail, specifying the
Cars in respect of which the option is exercised.

(ii) Itel Rail shall determine on receipt of such notice an appropriate
reduction in the Itel Rail Base Rental. The amount of such reduction shall be
at Itel Rail's sole discretion but the Itel Rail Base Rental after such reduction
shall not be more than an amount equal to the sum derived from Utilization at
90 percent and mileage at 175 miles per day. Itel Rail may also, at its sole
discretion, adjust the Utilization provisions of Section 6C. Itel Rail shall give
written notice to Lessee of such reduction and such adjustment (if any) and the
said option shall only be effective on receipt by Itel Rail by written acceptance
of such notice by Lessee.

(iM) In the event Lessee exercises such option, Lessee shall keep inspection,
maintenance and repair records in accordance with good practice in the railroad
industry generally, and shall make such records available for inspection by Itel
Rail at any reasonable time.



the date first above written.
hdve as of' t . a W'*A - . B • • • • , . •

* f«, -
' n • •
L f """ "^**f *

.••>* « * *»

1*:
I* I-**"

* ^ 1* is. (.-̂

0 « ^irv *<
1J1T. '

H*K*n.-*l ft-
t VfglWlVVV^

"^l*± "'*"''^9 f&* hw- I;

ft •* A 4

S |t -

C 11 :
J i * % »f 1 » I ,

». ^»t '
#w*- *

"1 :

ITEL CORPORA'nON, RAIL INTERMODAL HILLSDALE COUNTY RAILWAY CO., INC.
DIVISION

Title:

Date:

,.-';:"":' ^ t.,/

is Date: /7 /

*> nq n*.*.-** jw»- ~

<«W«Mii*M
^^to -«•

IjtH ÎVL ^
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EQUIPMENT SCHEDULE NO.

Itel Corporation, Rail Intermodal Division hereby leases the following Cars to
aie..Cowoty..Railway..C.o,,..IuQ» subject to the terms and con-

ditions of that certain Lease Agreement dated as of .PfifcvcA?..., 197.?..

A.A.R.
Mech.
Desig.

FC

Description

70-ton flush deck
flatcars for trailer
and container
service

Numbers

HCRC
100000-
100049

De 1 i v e r y c<
J o a r d of D
C o m p a n y , 1 i

Dimensions
Inside

Length Width Height

Approx.
891

>n 1 1 nge
rec to r

1C .

N/A

1 1 u p o n
i , H i l l

N/A

a p p r o v
> d a l e C

Doors
Width

N/A

3 1 f rom
D u n t y R

No.
of

Cars

50

t h e
a i 1 way

ITEL CORPORATION, RAIL INTERMODAL HILLSDALE COUNTY RAILWAY CO., INC.
DIVISION "

BY: BY:

TITLED

DATE:
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STATE OF
COUNTY OF

^.*"day ofOn this * . d a y of - 1 , , before me personally appeared
°, pessonaEy known who Jbeing by me duly sworn says that such perscifc is

(2&.J&4.,, that the foregoing Equipment Schedule No.
was signed on behalf 6f said corporation by authority of its board of directors, and such
acknowledged that the execution of the foregoing instrument was the free act and deed
corporation.

of
.{.

person
of said

',-•;,/ ,-y
'" I'-L/ j,\ __ 4-

Notary »..»».,. ,.*.
Commission Expires Nov. 3G./WW

STATE OF
COUNTY

// .. ~~«=Z.'?f f\ 3 " A /', , 1 /| ,-i' , J--

On this .L:/'/C:'L/day of . . .(A$>^¥. . ., before me personally appeared . LUUî -* .̂ ./l7.'-/.r ^ *
to me personally known, who being by me duly sworn says that such person is PRt$!QtN4. of
Itel Corporation, Rail Division, that the foregoing Equipment Schedule No. . . 1.. . was signed on
behalf of said corporation by authority of its board of directors, and such person acknowledged
that the execution of the foregoing instrument was the free act and deed of such corporation.

OFFICIAL SEAL

• BEVERLY LEO NO
NOTARY PUBLIC <;AI.'H;RNI«

San Francisce ('•-.". >•••
My Co in mission Expires April 30, .1982

Notary Public

ES-1/78



EQUIPMENT SCHEDULE NO.

Itel Corporation, Rail Intermodal Division hereby leases the following Cars to
}P..fi9.ynty..Miiwax.Co.,.Inc. ............ . ......... _ ...... subject to the terms and con-

ditions of that certain Lease Agreement dated as of P.?.C.-.J.§..., 197.?..

A.A.R.
Mech.
Desig,

FC

Description

70-ton flush deck
flatcars for trailer
and container
service

,

Numbers

HCRC
100050-
100099

Delivery
Board of Dire

Dimensions
Inside

Length Width Height

Approx.
89'

continge;
itors, Hil

N/A

it upon s
sdale Co

N/A

pproval f
unty Rail

Doors
Width

N/A

rom the
way Co.,

No.
of

Cars

50

Inc.

ITEL CORPORATION, RAIL INTERMODAL HILLSDALE COUNTY RAILWAY CO., INC.
DIVISION ~~ ~ :

BY: BY:

TITLED/

DATE:



STATE OF

COUNTY OF

On this
to . me,, personall

. f

' of
-.. day of ^w . t before me personally appeared
known, who being^ by me duly sworn says that such person is /?.

*&v':hi .<*t!<^trtt«^..C^.fj!vju,, that the foregoing Equipment Schedule No.
was signed on behalf of said t&rporation by authority of its board of directors, and such person
acknowledged that the execution of the foregoing instrument was the free act and deed of said
corporation.

Notary Public /

MX Commission Expires MopySQ.

i~~:~. ., before me personally appeared
eing by me duly sworn says that such person is .v.'? i. 'v-'~: of

STATE OF
COUNTY OF

On this fe^lay of
to me personally known, who . „ ., . , „
Itel Corporation, Rail Division, that the foregoing Equipment Schedule No. #*4..... was signed on
behalf of said corporation by authority of its board of directors, and such person acknowledged
that the execution of the foregoing instrument was the free act and deed of such corporation.

BEVERLY LEONG
NOTARY PUBLIC CAMKiRN'

San

Notary

ES-1/78



EQUIPMENT SCHEDULE NO. ...1

Itel Corporation, RailIntermodal Division hereby leases the following Cars to
fAe>>Qount^>;Railwa^.Co;,>.lnc;>i __ subject to the

ditions of that certain Lease Agreement dated as of D.?£.J,r..,.., 197..8.
subiect to the terms and con-

A.A.R.
Medi. .
Desig.

FC

Description

70-ton flush deck
flatcars for trailer
and container servic

Scheduling
written ecu
Hillsdale <

Numbers

HCRC
100100-

e 100299

:his equipmen

Dimenaons
laside

Length Width Height

Approx.
89'

I for del
if ir mat ion of mutual a
bounty Railwi y Co., Ir

N/A

very is s
jreement
c. and It

N/A

Jbject to
between
si RaiL

Doors
Width

N/A

No,
of

Cars

200

ITEL CORPORATION, RAIL INTERMODAL HILLSDALE COUNTY RAILWAY CO., INC.
DIVISION

BY: Btt,
.

TITLE: /

DATE:



STATE OF
COUNTY OF

,n /'•"""iCn; r
On this .^. day of M-Cff^^'W; before me personally

to n^e personally known, who being by me duly sworn says that such person is .
>4^£WicjCc.C**i>|L i&J^u^e^.C^ ]£v*««-r,r., that the foregoing Equipment Schedule No,
was signed on bfehalf of s&id corporation by authority of its board of directors, and such
acknowledged that the execution of the foregoing instrument was the free act and deed

corporation.

of

person
of said

fc Commission Expires Nov. ̂ 0. J (81

STATE
COUNTY OF

O n this 't:..^ay o f i ^ . . . . . . before m e personally appeared - . . .
to me personally known, who l>eing by me duly sworn says that such person is f ™-;5!Q!')if ....... of
Itel Corporation, Rail Division, that the foregoing Equipment Schedule No. .-$. . . . was signed on
behalf of said corporation by authority of its board of directors, and such person acknowledged
that the execution of the foregoing instrument was the free act and deed of such corporation.

,'>

OFFICIAL SEAL

BEVERLY LEONG
NOTARY PUBLIC • CALIFORNIA

B San Francisco Countv _
S My Commission Expires April 30, 1982 |
illlinuiinitiuiuiiiiiHiiiuiiiiiiiiiiiiiiiiiiiifiiiiiiisiiiiiitiiHil

I—£
Notary



RIDER NO. I to the flatcar Lease Agreement made as of December 19. 1978, between
ITEL CORPORATION, RAIL INTERMODAL DIVISION and HILLSDALE COUNTY RAIL-
WAY CO., INC.

Section 13, Miscellaneous, is hereby amended by adding the following (Section
I3H and 131):

"H. Lessee and Lessor agree that this Lease Agreement will result in
no liability for Payments on the part of the State of Michigan or the State of
Indiana."

"1. Appendix A is hereby incorporated in this lease with the same effect
as if written herein."

ITEL CORPORATION
RAIL INTERMODAL DIVISION

HILLSDALE COUNTY RAILWAY
CO., INC.

Date:



APPENDIX A to flcrtcar Lease Agreement dated December 19, 1978, between ITEL
CORPORATION, RAIL INTERMODAL DIVISION and HILLSDALE COUNTY RAILWAY
CO., INC.

April. W77
OF DlSCRWJrUTlOH 1M STATE COHTRACTS

lo connection with the performance of work under this contract; the contractor Dgrer& as, folio*?:

1. In hCfoidi»nc«5 with Act No, 453. Public Acts nf 1976. the contractor hereby tjj,}*e* tot to dis-
oriminsle ogwutst an employe* or npplic»nt for employment wilh respect to hirr, tenure, term*,
condition*, or privileges of employment, or u mutti-r tt irru-rly or indirectly retried to employment,
because of race, color, religion, national origin, CIRC, sex. height, weight, or marital stntus.
Breach of thi» covenant tnay be regarded as a material breach of this contract.

2. The contractor hereby agiees that any end atl subcontracts lo this contract, whereby a portion of
the wwk set forth in this contract is to be performed, shall contain a covenant the saate as
hereiabefow set forth in Section 1 of this Appendix.

3. The contractor wilt take affirmative action to insure that applicants are employed, and that em-
ployees ere treated during employment, without regard to their race, color, religion, national
origin, age, sex, height, weight or marital status. Such action shall include, but not be limited to,
the following: employment, upgrading, demotion or transfer, recruitment advertising; layoff or
termination; rate* of pay or other forma of compensation; and selection for training, including
apprenticeship.

4. The contractor will, in all solicitations or advertisements for employees placed by or on behalf
of the contractor, state that all qualified applicants will teceive consideration for employment
without regard to race, color, religion, national origin, age, sear, height, weight or marital status.

5. The contractor or his collective bargaining representative will send to each labor union or repre-
sentative of workers with which he has a collective bargaining agreement or other contract or
understanding, a notice advising the said labor union or workers." representative of the con-
tractor's commitaenls under this appendix.

6. The contractor will comply with all relevant published rules, regulations, directives, and orders
of the Michigan Civil Rights Commission which may be in effect prior lo the taking of bids Cor
any individual start* project.

7. The contractor will furnish and file compliance reports within such time and upon such forms as
provided by the Michigan Civil Rights Commission, said forms may also elicit information as to
the practices, policies, program, and employment statistics of each subcontractor as well as the
contractor himself, an said contractor will permit access to his books, records, and accouqts by
the Michigan Civil Rights-Commission, and/oi its agent, for purposes of investigation to ascertain
compliance with this contract arid relevant with rules, regulations, and orders of'the Michigan
Civil Rights Commission.



8. In the. event Jlbat the Civil Ri^ts Commission* find*, after a hearing, held pursuant to ils rules,
that •' cORlr*cfoc~h»s not complied v»iih the contractual obligations under this a2reeme.il, the
Civil Rights Commission may, «si part of its order based upon such findings, certify said findings
to the Administrative Bpprd o; 'the. State of Mic'ni&an". which Adwiniatrativ* Board may order th«
cancellation of te» contract found to have been violated, and/or declare the, contractor ineligible
for future contracts 'with Ihe state and its politics^ and civil subdivt&ionsL.-drpdrtsiCTits. and of-
ficers, and including the governing boards of institut.-ocs of higher education, unfit the contractor
complies with said ordor of tfc* Civil Rights Commission.- Notice of said declaration of future
Ineligibility nny be given to any cr nil of the persons with whom' the' contractor is ieclartd in-
eligible to oontr.-c* as e cont,-tctit:g party in future contracts. In any ca»« before- the Civil
Rights Commission in which conciliation of an exis t ing contract is a possibility, the coa'ractinj
agency shall -b* notifiwl of such poaaible remedy and shall bt Riven th» option by the Civil
Rights Ccanaussur.! to patticiptls in such

9. The conh-cetor vrill inckde,or incorr-o.-ate by reference, the provisions of the forcj>,oin£ paragraphs
(1) thnxigb (S) in ever/ (subcontract or purchase order unless exempted by.the rules, resulations
or order* of the Miehixarr Civil Hiihia Commission, and wilt provide in every aubcentract or
Huch»»# orcVt that B-.id irovjjlons >ill U bindinj; upon each subcontractor or n»ll*r.

-2-



STATE OF
COUNTY OF

On this . 7. ~r~~, day of . AVT?^. /7/.7, before me personally appeared
to ijie personally known^^who being Jay me duly sworn says that such person is

that the foregoing Etmipmeut Bui
was signed on behalf of said corporation by authority of its board of directors, and such person
acknowledged that the execution of the foregoing instrument was the free act and deed of said
corporation.

STATE OF
COUNTY OF

a
'""'"On this yl"*< W-day of .. y/. \".". rrr., before me personally appeared £4-rf^-.-C^..... f ,

to me personally known, who being by me duly sworn s.,ays that such person is I.'": ° . . . . " . . . . . . . of
Itel Corporation, Rail Division, that the foregoing Equ^idfienl-Seflidule No. . . /" . . . was signed on
behalf of said corporation by authority of its board of directors, and such person acknowledged
that the execution of the foregoing instrument was the free act and deed of such corporation.

LEONG

San Francisco , '

ES-1/78



Rider No. 2 to the Flatcar Lease Agreement made as of December 19, 1978 between
Itel Corporation, Rail Intermodal Division and Hi l l s d a l e County Railway Co., Inc.

Section 6E is deleted in its entirely and is replaced with the following:

"E. Subsequent to the I n i t i a l Loading, if any Car remains on Lessee's
railroad tracks for more than seven (7) consecutive days, excluding those days such
Cars are undergoing servicing, repair or alteration as provided for in Section
5 unless the same was occasioned by the fault of Lessee; Itel Rail may,at its
option and upon not less than twenty-four (2*t) hours prior written notice, term-
inate this Agreement as to such Car and withdraw such Car from Lessee's railroad
tracks. If any such Car remains on Lessee's railroad tracks more than seven (7)
consecutive days because Lessee has not given preference to the Cars as specified
in Section 3B, Lessee shall be liable for and remit to Itel Rail an amount equal
to the Payments Lessee would have earned if such Cars were in the physical possession
and use of another railroad for the entire period. If any such Car remains on Lessee's
railroad tracks more than seven (7) consecutive days due to insufficient outbound
loadings by Lessee, Itel Rail may, at its option, move such Car to the nearest
offline location for loading. Any expense incurred to move such Car to the nearest
offline location for loading shall be deducted from monies received by Lessee
pursuant to Section 6A(ii). Itel Rail shall be liable for such expense after
deducting monies that Lessee otherwise would have received pursuant to Section
6A(ii). If Itel Rail moves a Car or Cars from one railroad line to another for
reasons other than those described above or in Section 3A or at the request of
Lessee, Itel Rail shall be liable for any expense incurred, provided, however, that
such move is a move during which no per diem or mileage is earned on the Car or Cars."

ITEL CORPORATION
RAIL INTERMODAL DIVISION

HILLSDALE COUNTY RAILWAY
CO., INC.



STATE OF
COUNTY OF

On this $.'*?.. day of /$>$<,. #79.., before me personally appeared
to me personally known, who being by me duly sworn says that such person is T^^.'^ff^T. of

:*>**£ .^^vr/T^^^/.^.v.^.^., that the foregoing Equipment SohccTuffr' No. .A...
was signed on behalf of said corporation by authority of its board of directors, and such person
acknowledged that the execution of the foregoing instrument was the free act and deed of said
corporation.

STATE OF
COUNTY OF

On thi:
... , , .. .

, beiore me personally appeared
.to me personally known, who being^fjy me duly sworn says that^such person is _
Itel Corporation, Rail Division, that the foregoing Eqaipm™eî ':Se%edirie No. . *?-. . was signed on
behalf of said corporation by authority of its board of directors, and such person acknowledged
that the execution of the foregoing instrument was the free act and deed of such corporation.

•iiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiifiiiiiiiiiiiiiitf
~ OFFICIAL SEAL §

BEVERLY LEONG I
NOTARY PUBLIC • CALIFORNIA |

San Francisco County f
5 My Commission Expires April 30, 1982 3
•HlillllllMllllllllilllllllilllllJIIlllllllllllllillllllllll

ES-1/78



interstate Commerce Commf&tton
B.C. 20423 10/19/79

OFFICE OF THE SECRETARY

Paul ¥11lard
Itel Corp.

Two Embarcudero Center

San Francisco, Calif.94111
Dear _,',.

S 1:1? :

The enclosed document (s) was recorded pursuant to the provi

sions of Section 11303 of the Interstate Commerce Act, 49 U. S.C.

11303, on •? ,.••,, ,.'•» r, ••»« at .» «".„.,„, , and assigned re
.,.(.."...«,( A,*/, i 9 ,, *..,i. u

recordation number (s).

Enclosure(s)

Sincerely yours,

Agairha L. Mergeiiovich
Secretary

SE-30
(7/79)



Interstate Commerce Commfttfon 6/11/79
20423

OFFICE OF THE SECRETARY

Paul .
1 te 1 Corpora t ion
Two Ei&ar;cadero. Center
San Francisco, Calif .' 94111

Dear
Sfe

The 'enclosed document(s) was recorded pursuant to the provi-

sions QfjSection 11303 of the Interstate Commerce Act, 49 U.S.C..

° 6/11/79 at ll:20«m j ' and assigned re"
cordation number (s),

\ 10464

H. G. Homing, Jr.
. Secretary

Enclosure(s)

SE-30
(3/79)


